
Ir.tm-a1 Revenue Service! Department 2f the Treasury 
District Director 2.0. Box 2508 

C h c b a t t ,  C3 45201 

*************************** Pe********* **********  
**************   

****************************** Telephone Number 
****************************** ************** 
***************** ******* Refer Reply .tr;: 

KPiEO 
-ioyer Trlsn+if izt ion 
- -**********6 
Date: JUI 1 81 =- 

Dear Sir or Madam: 

We have considered your appl.ication for recognition of exemption from 
Federal income tax under the! provisions of section 501fc![lZ) of th? 
Internal Revenue Code of 198:6 and its applicabie Income Tax - --. 
Regulations. - -.- 

As your organization has nst establi6hed exemption from Federal income 
tax, it will be necessary For you to file an annual income tax return 
on Form 1120 since you are a corporatisn. 

If yss are in agreement with our proposed denLal, please sign and 
return one copy of the enclosed Form 6018, Consent to Proposed Adverse 

You have the.right to protest this propose(. determination if you 
believe that it is incorrect. To protest, you should submit a written 
appeal givi~g the facts, law and other inforrnattcr. to s ~ 2 p i r t  your 
position as explained in the enclose5 Publication 892, "Exempt 
Organizations Appeal Procedures for Unagreed Is~ues.~ The appeal aw?. 
be submitted within 30 days from the date of this letter and must be 
signed by one of your principal officers. You may request a hearing 
with a member of the office of the Regional Director of Appeals when 
you file your appeal. If a hearing is requested, you will be contact!?d 
to arrairge a date for it. The hearixj may be held at the Regional 
Office, or, if you request, at any mutually convenient District Office. 
If you are to be represented by someone who is not one of your 
principal officers, he or she must file a prajper power of attorney and 
otherwise qualify under nllr Conference and Practice Requirements as set 
forth in Section 601.502 of the Statpezszt of Procedural Rules. See 
Treasury Department Circular No. 230. 
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************** **************** 
*************  

C 

If we do not hear from you w i t h i n  the  time^ specified, -8 w i l l  become - 
our final determination. 

Sincerely yorps, 
. -. . . . .. . - - . - - -. 

****** *** ******* 
D i s t r i c t  D i r e c t o r  

" .  



.c 

Enclosure I 

******************************** 
********** - -  w * w - 
Information submitted establishes that you were in*******t&- on 
*****************, under the laws of the SL&te of ********* 

The Articles of IncorporetSsii state your purpose are: 

(a) to serve as the Association and-+,o have and fulfill all 
purposes of the Association referred to in that certain 
Declaration of Covm'~ts and Restrictioos far*************** 
which was recorded an ************* **** ****, in the Off ice of the 
**********f **** County, *******, as ~~~~~~t No. 
*********** [the nD**************nd to ma operate the 
property known as **************, which property is d.escri2ed 
on Exhibit A to the Declaration and vhich 16 herein called the 
"Parkn ; and 

. . .  (b) to perform-any-&&-all lawful anlvities and to have all . 
- 

povers nscessary or convenient to carry out the corporatron5- 
affairs, incg~Sing, without limitation, all of the express arrd 
ipphied powers set forth in the Declaration. L 

The Articles state that there shall be one (1) class of membership In 
the Corporation and %!at all members shall be s%%ftlwi KO vote on all 
matters, except as may be limited by the Bylaws of the Corporation. 
The Bylaws define mexuber~ zs those persons and other legal entities who 
own property in Castleton Park, which is describe9 in %%at certain 
Declaraision of Covenants and Restrictions for ****************  recorded 
on******************, in the Office of the******* County, *******, 
Recorder, as Instrument Number *********. 

The application disc*************************vity is to maintain the 
common areas of the**************************. ******************** 
*********** manages the leasing and maintenance cf this ****  acre., ** 
building commercial office compl~x  on behalf of Its ******** **) 
owner/occupants. You were formed to act he t: prngerty owners - -. 
association. You will pay the costs and expenses of maintaining the 
common streets, park areas, lakes, and other co:mon areas from funds 
collected on a prorata basis from the orner/membcrs. 

Your application also stat.-- you are purely lcxs?. ckaracterl- 
in that you only benefit and serve members owning property in the 
**************. 

Although you were incor****ted on *****************, you had no 
****ncial activity for **** and ****. Proposed budgets for **** and 
**** reflect all income from the** owner/occupa;zts. Proposed expcnsas 
are for ins3mance, maintenance of buildings, grounds and labor, 
e~ipIUent costs, security, utilities, real estate taxes and other 
miscellaneoue. 



Enclosure I continued 

*******************************. 
********** - * * 
Section 501(c)(12) of the Code provides exemption fz== Federal income 
tax for: "Benevolent life insurance associations of a purely local 
character, mu*ll;rl &it* sr irrigation companies, mutual or cooperative 
telephone companies, or like organizations; h t  only if 85 petcent or 
%+re of the income consists of amounts collected'from members far the 
sole p1~~-z%e sZ Ereting losses and -. 
Section 501(c) (12)-l(b) of tbe Income Tax Regulations provides, in 
part, that the phrase *of a purely local character* ap?lies to 
benevolent life insurance associations, and not ta the other 
organizations specified in section SOl(c)(lz]. It also a_-"-= &- --- 
organization seeking exemption on the ground that it is an organizatiGn 
similar to a benevolent life insurance association. 

Organizations which hii-<e been held tc be like benevolent life insurance 
associations include burial and funeral benefit associations which - 
provide benefits in Eashy Thompson v. White River Burial AssociatXbnT 
178 F.2d 954 (1950) 

a 

Although ybur activities may be "of a purely local character,* you are 
not a benevolent life insurance association or similar to that type of 
organization. Acr,nrdingly, we cmcl~&e &%st YOU ao not qcalii;' Esr 
recognition of exemption under section 501(c)(12) of the Code. 

A determination has also been made as to whether or -n.& you qualify as 
a social welfare organization under section 501(c)(4) of the Code. 

Section 501(c)(4) of the Code provides, in part, that civic leagues or 
organizations. not organized for profit but operated exclusively for the 
promotion of social welfare qcalif~ r'or recv.ition of exemption. 

Section 1.501(c) (4) -l(a) (2) (1) of the regulations provides, in part, 
that : 

I ... an organization is operated exclusively for the promotion - -  - 
of c?cizl iieiEare if it is pri-eiiy engaged in promoting in 
some way the common good and general welfare of the people of 
the comnunity. hn organization embraced within this section 
is one which is operated primarily for the purpose of bringing 
about civic betterments and social imprev-meat i;.... 

In Revenue Ruling 72-102, 1972-1 C.B. 149, it was held that a member- 
ship organization formed by a developer to administer and enforce 
covenants for preserving the architecture an3 Eppearaiita of a housing 
development and to own and maintain common green areas, streets, and 
siaewalks for the use of all development residents was exempt wider 
section 501(c) (4) of the Code. 



Enclosure I continced 

*******************************  
********** - .I * - 
Revenue Ruling 74-99, 1974-1 C. B. 3.31 which aodified and clarif'ied 
Revenue Ruling 72-102, provides in part that a homeomems assoeiation, 
to qualify for exemption under section 501(c) (4) of the Code, (1; EUS~ 
serve a *comunitym which beus a reasonable recognizable relationship 
to an area ordinarily identified as gmemment&l, (2) last not conduct 
activities directed to the exterior - d t o n a a c e  of private residences, 
and (3) the cmmon areas or fadl i t ias  it owns and naintains 3UU5t be 
for the use and enjoyment of the general public. The Rewenue ZUIing, 
in reciting the areas and facilities ovned and mainlaheti by the 
organization, speaks only of *common green areas, streets, and 
 sidewalk^.^ The Revenue Ruling vas, by the quoted phrases, designed to 
indicate that the only areas and facilities encogpassed were those 
traditionally recognized and accepted as being of d k e c t  gouemmental 
concern in the exercise of the ,wers and dutierr entrusted to 
governments to xegulate commppnity, health, safety and welfare. Thus, 
the Revenue Ruling was intended only to approve ownership and ' ' 

maintenance by a h5mec%aeG'-association of such areas as roadvay' a- 
parklands, sidedalks and street -lights, axcess to, or the *ase and; 
enjoyment of which i= extended to m e m b e r s  of the general public,l.as 
distinguished from controlled use or access restricted to the Iwhrs 
of the home~vners association, as appropria+a and consistent vith 
exemption under section 501 (c) (4) . 
Revenue Ruling 74-17, 1974-1 C.B. 130, etatea that,& organization 
formed by the unit owners of a condominium housing project to provide 
for the management, maintenance, and care of the comman areas of the 
project, as defined by State statute, with membership assessments paid 
by the un i t  ovners does not qualify for exemption. 

Since you are maintaining a *** acre, ** building commercial office 
complex on behalf of * ovner/oc=upants, you are similar to the 
organization described In Revenue Ruling 74-17. 1% addition, you are 
not formed to serve a 88communitya which bears a reasonable recagnizable 
relationship to an area ordinarily Identified as governmental, and +e 
property you maintain is not open for the use and enjomene of the 
general public. In light of these facts, you do not qualify as an 
organization described i n  section 501(c)(4) of the Code. 




